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
>WRSRISDJH@

,QWURGXFWLRQ
&HOLD'HDQH'UXPPRQGDQG'DYLG&ORXJK

6LQFH ZH KDYH JRRG UHDVRQ WR EHOLHYH WKDW RQO\ D YHU\ IHZ RI*RG¶V FUHDWXUHV²
KXPDQ EHLQJV DQG SHUKDSV DQJHOV ² HQJDJH LQ WKHRORJ\ WKH WHUP µFUHDWXUHO\
WKHRORJ\¶PD\ VHHP SUREOHPDWLFDOO\ EURDG SHUKDSV JLYLQJ WKH LPSUHVVLRQ WKDW WKH
DXWKRUVJDWKHUHGKHUHLQGXOJHLQWKHKRSHRIILQGLQJVRPHFKLPSDQ]HHHTXLYDOHQWWR
6W $XJXVWLQH 6LQFH ZH KDYH JRRG UHDVRQ WR EHOLHYH WKDW *RG GRHV QRW HQJDJH LQ
WKHRORJ\WKHRORJ\PXVWEHDQDFWLYLW\SDUWLFXODUWR*RG¶VFUHDWXUHVPDNLQJWKHWHUP
µFUHDWXUHO\ WKHRORJ\¶ WDXWRORJRXV RU UHGXQGDQW :KDW OHG XV WR DGRSW µ&UHDWXUHO\
7KHRORJ\¶DVWKHWLWOHIRUWKLVFROOHFWLRQDWWKHHQGRIRXUGLVFXVVLRQVWRJHWKHUDQGE\
FRQVHQVXVGHVSLWH WKHVHGLVDGYDQWDJHVZDVDFROOHFWLYH VHQVH WKDW WKH WHUPKDG WKH
YLUWXH RI JHVWXULQJ WRZDUGV D VWDUWLQJ SRLQW IRU WKHRORJ\ QRWDEOH RQO\ LQ LWV
FRPSDUDWLYH UDULW\%\µFUHDWXUHO\ WKHRORJ\¶ZHPHDQWR LQGLFDWHVRPHWKLQJVLPSOH
HQJDJLQJLQWKHWKHRORJLFDOWDVNFRQVFLRXVRIRQH¶VFUHDWXUHOLQHVV7KHLPSRUWDQFHRI
WKLV FRQVFLRXVQHVVEHFDPHFOHDU WR XV LQFRQVLGHULQJ DSSURSULDWHZD\V WR WKLQNDQG
VSHDNRIWKRVHRI*RG¶VQRQKXPDQFUHDWXUHVZLWKZKLFKZHKDYHPRVWLQFRPPRQ
,Q WKH ILUVW SODFH GRLQJ WKHRORJ\ FRQVFLRXV RI RQH¶V FUHDWXUHOLQHVV IRUFHV RQ WKH
WKHRORJLDQDFHUWDLQKXPLOLW\WREHDFUHDWXUHLVWREHILQLWHSRVVHVVHGIRUDVKRUWWLPH
RI D NQRZOHGJH WKDW LV LQFRPSOHWH DQG IDOOLEOH HYHQ LQ WKH XVH RI WKLV LQDGHTXDWH
UHVRXUFH 6XFK DZDUHQHVV ZLOO XVHIXOO\ JXDUG DJDLQVW PDNLQJ SRRUO\JURXQGHG DQG
RYHUFRQILGHQWDVVHUWLRQVRI*RG¶VSUHIHUHQWLDOSXUSRVHVIRUWKHVSHFLHVWRZKLFKRQH
EHORQJV RU LWV UHODWLYHPHULW LQ UHODWLRQ WR WKH UHVW RI*RG¶V FUHDWLRQ ,Q WKH VHFRQG
SODFHGRLQJWKHRORJ\UHPHPEHULQJWKDWRQHLVDFUHDWXUHPDNHVFOHDU WKDWZKHQWKH
REMHFW RI RQH¶V WKHRORJL]LQJ DUH RWKHU FUHDWXUHV RI *RG ZH UHFRJQL]H WKRVH RWKHU
FUHDWXUHVDVDWWKHPRVWIXQGDPHQWDOOHYHOOLNHXVRQHFUHDWXUHUHIOHFWLQJRQDQRWKHU
6XFKDUHFROOHFWLRQPDNHVFOHDUWKDWWKHILUVWZRUGLQWKLVWKHRORJLFDOWDVNPXVWEHRI
RXU FRQQHFWLRQ WR UHODWLRQVKLS ZLWK DQG VROLGDULW\ DORQJVLGH RWKHUV RI *RG¶V
FUHDWXUHVUDWKHUWKDQRIGLIIHUHQWLDWLRQ

>WRSRISDJH@

IURP WKHP ZKLFK KDV EHHQ WKH PRUH FRPPRQ VWDUWLQJ SRLQW DQG IUHTXHQWO\ WKH
HQGLQJ SRLQW WRR ,Q WKH WKLUG SODFH GRLQJ WKHRORJ\ LQ DZDUHQHVV RI EHLQJ RQH RI
*RG¶VFUHDWXUHVHQFRXUDJHVDWWHQWLYHQHVVWRWKHPDQ\DWWHPSWVWKDWKDYHEHHQPDGHWR
EXLOGDKLJKERXQGDU\ZDOOEHWZHHQ+RPRVDSLHQVDQGHYHU\RWKHUVSHFLHVRIFUHDWXUH
ZLWKLQ FUHDWLRQ 6XFK DWWHQGLQJ OHDGV TXLFNO\ WR FULWLFDO TXHVWLRQV FRQFHUQLQJ WKH
PXOWLSOH DQG FRQWUDGLFWRU\ IRXQGDWLRQV RI WKLV EDUULHU DQG WKH PRWLYHV RI WKH
DUFKLWHFWVIRUDWWHPSWLQJWKHFRQVWUXFWLRQRIVXFKDQXQSURPLVLQJVWUXFWXUH
 (DUO\LQ WKHDWWHPSW WRGRWKHRORJ\LQWKLVFUHDWXUHO\PRGHµDQLPDO¶VKDYHD
WHQGHQF\ WR FUHHS LQ µ$QLPDO¶ KDV DQ LQIRUPDWLYH HW\PRORJ\ VKRZLQJ LW WR UHIHU DW
URRWWRDFUHDWXUHZLWKWKHEUHDWKRIOLIH,WLVDFRPSDUDWLYHQHZFRPHUQRWXVHGLQWKH
.LQJ -DPHV WUDQVODWLRQ RI WKH %LEOH DQG KDUGO\ LQ XVH DW DOO XQWLO WKH HQG RI WKH
VL[WHHQWK FHQWXU\ 7KH GLIILFXOW\ ZLWK µDQLPDO¶ LV WKDW IURP LWV HDUOLHVW XVDJH DQG
GHVSLWH LWVHW\PRORJLFDOURRWVLWKDVEHHQDPELJXRXVFRQFHUQLQJZKHWKHULWLQFOXGHV
KXPDQEHLQJVLWLVXVHGERWKWRUHIHUWRDOOOLYLQJFUHDWXUHVDQGDVDFROOHFWLYHWHUP
IRU DOO OLYLQJ FUHDWXUHV DSDUW IURP KXPDQ EHLQJV :KLOH WKLV UDGLFDO DPELJXLW\ LQ
PRGHUQ WHUPLQRORJ\ PLJKW ZHOO EH FRQVLGHUHG DQ DSW UHSUHVHQWDWLRQ RI D UDGLFDO
PRGHUQ DPELYDOHQFH DERXW WKH UHODWLRQVKLS EHWZHHQ KXPDQ EHLQJV DQG RWKHU
FUHDWXUHVLWSUHVHQWVVRPHWKLQJRIDSUREOHPZKHQDVIUHTXHQWO\LQWKLVYROXPHWKH
VXEMHFWPDWWHU LVSUHFLVHO\ WKHQDWXUHRI WKH UHODWLRQVKLSEHWZHHQKXPDQEHLQJVDQG
RWKHU OLYLQJ FUHDWXUHV ,QPRGHUQ(QJOLVKXVDJHZKLOHELRORJLVWV DWWHPSW WR UHVROYH
WKHDPELJXLW\LQFOXVLYHO\WKHELQDU\RSSRVLWLRQKDVODUJHO\SUHYDLOHGRQHJRHVWRWKH
]RR WRVHH WKHDQLPDOVDQGRQHH[SHFWV WRILQGWKHPORRNLQJ WKURXJK WKHEDUVIURP
ZLWKLQUDWKHUWKDQZLWKRXW7RDFFHSWWKLVXVDJHKRZHYHUDQGXVHWKHWHUPµDQLPDO¶
FRQVLVWHQWO\WRH[FOXGHKXPDQEHLQJVVHHPVWRFRQFHGHIURPWKHRXWVHWWKDWWKHPRVW
VLJQLILFDQWUHODWLRQVKLSEHWZHHQ+RPRVDSLHQVDQGDOORWKHUDQLPDWHOLYLQJFUHDWXUHV
LVRQHRIELQDU\RSSRVLWLRQ7RKROGRXWRQWKHRWKHUKDQGIRUDFRQVLVWHQWO\LQFOXVLYH
XVDJH RI µDQLPDO¶ LV ERWK KLVWRULFDOO\ XQMXVWLILHG DQG LQ DOO SUREDELOLW\ GRRPHG WR
IDLOXUH )RU WKHVH UHDVRQV ZH KDYH RSHQHG WKLV YROXPH WR DOO NLQGV RI µDQLPDO¶V
WKRXJKKRSHDWOHDVWDWSRLQWVWRKHOSWKHUHDGHUDWWHQGWRZKLFKLVZKLFK
&UHDWXUHO\WKHRORJ\LQWKHVHQVHZHDUHDWWHPSWLQJLVFOHDUO\QRQRYHOW\VXFK
FRQFHUQVEULQJWRPLQGDQLPDJHRI6W)UDQFLVRI$VVLVLSUHDFKLQJWRWKHELUGVRULQD
%ULWLVKFRQWH[W6W&ROXPED¶VZKLWHKRUVHVKHGGLQJWHDUVDW WKHSDVVLQJRIWKLVJUHDW
VDLQWDQGORYHURIDQLPDOV7KHLQFOXVLRQRI

>WRSRISDJH@

VXFK VWRULHV LQ WKH OLYHVRI WKHVHHDUO\ VDLQWV SRLQW WR VRPHWKLQJ IXQGDPHQWDO DERXW
HDUOLHU FRQFHSWLRQV RI RWKHU DQLPDWH FUHDWXUHV QDPHO\ WKDW WKH\ZHUH QRW UDGLFDOO\
VHSDUDWH IURP WKH KXPDQ FRPPXQLW\ EXW FUHDWXUHV OLNH XV FUHDWXUHV QRW RQO\ LQ
GHSHQGHQFHRQHDUWKRWKHUEXWDOVRGHSHQGHQWRQ*RG,IZHFRPSDUHWKLVYLHZZLWK
PRGHUQ SUDFWLFHV LQ FRQWHPSRUDU\ VRFLHW\ UHSOHWH ZLWK LQGXVWULDO IDUPLQJ WDNLQJ
VKDSHLQIRUH[DPSOHOD\HUXSRQOD\HURIEDWWHU\KHQVFUDPPHGLQWRFRQILQHGVSDFHV
ZH PD\ EH H[FXVHG IRU ZRQGHULQJ LI SHUKDSV RXU RZQ SHUFHSWLRQ KDV JRQH DZU\
UDWKHUWKDQGLVPLVVLQJVXFKHDUO\KDJLRJUDSK\DVURPDQWLFHIIHUYHVFHQFH
*LYHQ WKH UXSWXUH ZLWK WKHVH HDUOLHU PHPRULHV DQG LWV FRQVHTXHQFHV LW LV
KDUGO\VXUSULVLQJWKDWWKHILUVWPRGHUQHIIRUWVLQQDPLQJDSKLORVRSK\DQGWKHRORJ\RI
DQLPDOVZHUHRQHVWKDWVRXJKWWRSHUVXDGHRWKHUVWKDWDQLPDOVGRPDWWHUDQGQHHGWR
EH WDNHQ VHULRXVO\ $W WKLV VWDJH WKHPRVW SURPLQHQW FRQFHUQZDV HWKLFDO QDPHO\
WU\LQJ WRFKDQJHSDUWLFXODUSUDFWLFHV WKDWZHUHFUXHO WRZDUGVDQLPDOVHLWKHU WKURXJK
LQGXVWULDOLVHG IDUPLQJ VRPH IRUPV RI PHGLFDO H[SHULPHQWDWLRQ RU FDUHOHVV SHW
RZQHUVKLS3HWHU6LQJHULVSHUKDSVEHVWNQRZQLQWKLVFDPSVHHNLQJWRSHUVXDGHKLV
UHDGHUVRIWKHYDOLGLW\RIWDNLQJDEURDGHUYLHZWKDWWDNHVLQWRDFFRXQWWKHVXPWRWDORI
VXIIHULQJ DQG LQFOXGHV DOO FUHDWXUHV ZLWK LQWHUHVWV $V D XWLOLWDULDQ KH FRPELQHV
FRQVHTXHQWLDOLVPZLWKDVXPUDQNLQJWKDWWRWDOVDOOXWLOLWLHVDORQJZLWKDVXEVWDQWLYH
WKHRU\RIWKHJRRGZKLFKLQKLVFDVHLVWKHVDWLVIDFWLRQRISUHIHUHQFHV$OWKRXJKKH
KDVVRPHWLPHVEHHQGXEEHGDQDQLPDOULJKWVFDPSDLJQHUWKLVLVDFWXDOO\DPLVQRPHU
VLQFHKLVSHUVSHFWLYHVWLOODOORZVIRUVRPHFUXHOWUHDWPHQWRIDQLPDOVDVORQJDVLWLV
RXWZHLJKHGE\RWKHUEHQHILWVYLHZHGLQWHUPVRISUHIHUHQFHVDWLVIDFWLRQ3HUKDSVWKH
PRVW UDGLFDO DVSHFW RI KLV SKLORVRSK\ZDV KLVFKDUJHRI µVSHFLHVLVP¶ WRZDUGV WKRVH
 
3HWHU6LQJHU$QLPDO/LEHUDWLRQ$QLPDO/LEHUDWLRQ$1HZ(WKLFIRURXU7UHDWPHQWRI$QLPDOV
/RQGRQ-RQDWKDQ&DSH>@)RUDPRUHGHWDLOHGGLVFXVVLRQRI6LQJHU5HJDQDQG/LQ]H\
VHH&'HDQH'UXPPRQG7KH(WKLFVRI1DWXUH2[IRUG%ODFNZHOOSS'UDZLQJRQ
7KRPLVWWKRXJKW'HDQH'UXPPRQGDUJXHVIRUDYLUWXHDSSURDFKWRDQLPDOHWKLFVRYHUDJDLQVWWKH
XWLOLWDULDQDSSURDFKRI6LQJHURUWKHULJKWVDSSURDFKRI5HJDQDQG/LQ]H\
ZKRJDYHJUHDWHUDWWHQWLRQWRKXPDQFRPPXQLWLHV,QVWHDGVDWLVIDFWLRQRISUHIHUHQFHV
ZDVDOO WKDWFRXQWV VR WKDWDKXPDQEHLQJPD\EHGHHPHGWRKDYHD ORZHU OHYHORI
SUHIHUHQFH VDWLVIDFWLRQ LQ VRPH VLWXDWLRQV WKDQ IRU H[DPSOH RWKHU QRQKXPDQ
DQLPDOV0RUHH[SOLFLWDWWHQWLRQWRDQLPDOULJKWVEHFDPHHVWDEOLVKHGWKURXJKWKHZRUN
RI7RP5HJDQZKRDUJXHGIRUWKHYDOXHRILQGLYLGXDODQLPDOVDVµVXEMHFWVRIDOLIH¶
+HUHVWULFWVKLVDWWHQWLRQWRPDPPDOLDQOLIHLQSDUWLFXODUDVWKDWZKLFKLV

>WRSRISDJH@

ZRUWK\ RI PRVW DWWHQWLRQ 5HJDQ H[WHQGV WKH FRQVLGHUDWLRQ RI ULJKWV XQGHUVWRRG LQ
WHUPV RI EDVLF GLJQLW\ RI LQGLYLGXDO PDPPDOLDQ FUHDWXUHV DQG LQ WKLV VHQVH SDUWV
FRPSDQ\IURPWKHVXPFDOFXOXVRI6LQJHU,QWKLVVHQVHKLVFODULRQFDOOIRUWKHWRWDO
DEROLWLRQRIDOOFRPPHUFLDODJULFXOWXUHQRWMXVWLQWHQVLYHUHDULQJDORQJVLGHDEDQRI
KXQWLQJDEDQLQPHGLFDOXVHRIDQLPDOVDQGDOOPHDWHDWLQJJRHVIXUWKHUWKDQ6LQJHU
LQLWVSUDFWLFDOLPSOLFDWLRQV
 $QGUHZ /LQ]H\ LV SHUKDSV WKH EHVW NQRZQ DXWKRU ZULWLQJ IURP D &KULVWLDQ
SHUVSHFWLYHRQWKHWRSLFRIQRQKXPDQDQLPDOVDUJXLQJZLWK6LQJHUIRUWKHOLEHUDWLRQ
RIDQLPDOVDQGZLWK5HJDQIRUWKHUHFRJQLWLRQRIULJKWVIRUDQLPDOV+HDWWHPSWVWR
LOOXPLQDWHOLQNVEHWZHHQ&KULVWLDQLW\DQGWKHSKLORVRSK\RI5HJDQE\DWWDFKLQJWRLWD
SDUWLFXODUWKHRORJLFDOUDWLRQDOHWKDWKHILQGVXSRQUHH[DPLQDWLRQRIWKHWUDGLWLRQ+LV
PDLQFRQFHUQLVWRSHUVXDGHRWKHU&KULVWLDQEHOLHYHUVRIWKHLPSHUDWLYHLQFDULQJDERXW
ZKDWKDSSHQVWRDQLPDOVDQGWKDWRWKHUFRQVLGHUDWLRQVLQFOXGLQJEURDGHUWHQGHQFLHV
WRZDUGVHDUWKNHHSLQJQHHGWREH UHVLVWHGLI WKH\KDYHDQHJDWLYH LPSDFWRQDQLPDO
VXIIHULQJ+HILQGVWKHRORJLFDOMXVWLILFDWLRQRIKLVYLHZE\WXUQLQJWRWKHLQFDUQDWLRQ
*RG LQFDUQDWH LQ IOHVK VR WKDW DOO DQLPDOV DUH VXEMHFWV RI LQKHUHQW YDOXH WR *RG
 
7RP5HJDQDQG3HWHU6LQJHUHGV$QLPDO5LJKWVDQG+XPDQ2EOLJDWLRQV(QJOHZRRG&OLIIV
3UHQWLFH+DOO7RP5HJDQ7KH&DVHIRU$QLPDO5LJKWV>@/RQGRQ5RXWOHGJH
6HHIRUH[DPSOH7RP5HJDQ7KH7KHH*HQHUDWLRQ3KLODGHOSKLD7HPSOH8QLYHUVLW\3UHVV
6HHIRUH[DPSOH$/LQ]H\$QLPDO5LJKWV$&KULVWLDQ$VVHVVPHQW/RQGRQ6&03UHVV
&KULVWLDQLW\DQGWKH5LJKWVRI$QLPDOV/RQGRQ63&.$QLPDO7KHRORJ\/RQGRQ6&03UHVV
$QLPDO*RVSHO&KULVWLDQ)DLWKDVLI$QLPDOV0DWWHUHG/RQGRQ+RGGHUDQG6WRXJKWRQDQG
/RXLVYLOOH:HVWPLQVWHU-RKQ.QR[,QWKHZRUN/LQ]H\SUHIHUVODQJXDJHRIµWKHRV
ULJKWV¶RWKHUDQLPDOVKDYHFODLPVRQXVRQWKHEDVLVRIWKHLULQKHUHQWYDOXHDV*RG¶VFUHDWXUHV
7KHMRLQWO\DXWKRUHGWH[WVVSHDNRIWKHFORVHUHODWLRQVKLSEHWZHHQ5HJDQDQG/LQ]H\6HHIRU
H[DPSOH$/LQ]H\DQG75HJDQHGV$QLPDOVDQG&KULVWLDQLW\$%RRNRI5HDGLQJV/RQGRQ
63&.
7KHHWKLFDOSULRULW\LVFOHDULQIRUH[DPSOHKLVUDWKHUPRUHUHFHQW$QLPDO7KHRORJ\WKDWGHYRWHVWKH
EXONRIDWWHQWLRQWRHWKLFDOLVVXHVUDWKHUWKDQWKHRORJLFDOGLVFXVVLRQ2QWKHODWWHUSRLQWVHH$/LQ]H\
µ7KH&RQIOLFWEHWZHHQ(FRWKHRORJ\DQG$QLPDO7KHRORJ\¶LQ&UHDWXUHVRIWKH6DPH*RG
([SORUDWLRQVLQ$QLPDO7KHRORJ\:LQFKHVWHU:LQFKHVWHU8QLYHUVLW\3UHVV±
$GDSWLQJ%RQKRHIIHU¶VQRWLRQRI WKHRVULJKWV LQRUGHU WR LQFOXGHDQLPDOVKHDUJXHV
WKDWDQLPDOULJKWVIORZGLUHFWO\IURPWKHULJKWVJLYHQE\*RGWKDWLV*RGHVWDEOLVKHV
WKHVSHFLILFYDOXHRIVRPHOLYLQJEHLQJV,QWKLVVHQVHKXPDQVGRQRWEHVWRZULJKWVRQ
DQLPDOV UDWKHU WKH\ UHFRJQLVH WKH ULJKW DV DOUHDG\ JLYHQ E\ *RG )LOOLQJ RXW WKLV
YLHZKHDGGVWKHLGHDRIJHQHURVLW\WKDWKHLQWHUSUHWVDVJLYLQJPRUDOSULRULW\WRWKH
ZHDNLQWKLVFDVHWKHZHDNHVWDUHDQLPDOVVRDUHDQDORJRXVWRFKLOGUHQLQWHUPVRI
KXPDQ UHVSRQVLELOLW\ ,QGHHG KHGRHV QRW VLPSO\ HTXDWH WKH WZR EXW VHHNV WR JLYH
HYHQKLJKHUSULRULW\

>WRSRISDJH@

WRDQLPDOVVRWKDWµDQLPDOVOLNHFKLOGUHQVKRXOGEHVHHQDVKDYLQJQRWHTXDOFODLP
EXW HYHQ JUHDWHU FODLPXSRQ XV SUHFLVHO\ EHFDXVHRI WKHLU YXOQHUDELOLW\ DQG UHODWLYH
SRZHUOHVVQHVV¶/LQ]H\ LV VWULGHQW LQ KLV UHMHFWLRQ RI DQLPDO H[SHULPHQWDWLRQPHDW
HDWLQJ KXQWLQJ DQG DOO SUDFWLFHV WKDW LQIULQJH VXFK ULJKWV  +H DOVR VHHNV WR ILQG
DQFLHQW VSLULWXDO UHVRXUFHV WKDW VXSSRUW KLV YLHZV DQG LQ SDVWRUDOO\RULHQWHG WH[WV
VSHDNV RI UHFRYHULQJ OLWXUJLHV RI DQLPDO FDUH WKDWZHOFRPHDQLPDOV LQWR WKHKXPDQ
FRPPXQLW\3HUKDSVWKHPRVWLQWHUHVWLQJYROXPHLQWKLVYHLQLVWKHMRLQWO\DXWKRUHG
WH[W$IWHU1RDK$QLPDOVDQGWKH/LEHUDWLRQRI7KHRORJ\ZLWK'DQ&RKQ6KHUERNLQ
ZKLFKWKH\DUJXHIRU WKHFHOHEUDWLRQRIDQLPDOV LQSODFHRI WKHLUH[SORLWDWLRQZKHUH
DQLPDOV EHFRPH DJHQWV RI MXVWLFH LQ -HZLVK UDEELQLF OLWHUDWXUH DQG -HVXV¶
LGHQWLILFDWLRQZLWKDQLPDOVLQWKHDSRFU\SKDO OLWHUDWXUHUDLVHVTXHVWLRQVDERXWKXPDQ
FUHDWXUHO\UHODWLRQVKLSV
 7KH ZRUN RI WKH &KULVWLDQ SKLORVRSKHU 6WHSKHQ 5 / &ODUN RQ QRQKXPDQ
DQLPDOVKDVUHFHLYHGOHVVQRWLFHWKDQWKDWRI/LQ]H\HVSHFLDOO\IURPWKHRORJLDQVEXW
LV LPSUHVVLYH LQ LWVVFRSHGHSWKDQGHQJDJHPHQWRYHU WLPH+LVERRNVRQ WKH WRSLF
LQFOXGH7KH0RUDO6WDWXVRI$QLPDOV7KH1DWXUHRIWKH%HDVW$QLPDOV
DQG 7KHLU0RUDO 6WDQGLQJ 7KH 3ROLWLFDO $QLPDO   DQGPRVW UHFHQWO\
%LRORJ\DQG&KULVWLDQ(WKLFV+HGLVWDQFHVKLPVHOIIURPERWKXWLOLWDULDQLVP
 
$/LQ]H\µ$QLPDO5LJKWV¶LQ3DXO%DUU\&ODUNHDQG$QGUHZ/LQ]H\HGV'LFWLRQDU\RI(WKLFV
7KHRORJ\DQG6RFLHW\/RQGRQ5RXWOHGJHSS
$/LQ]H\$QLPDO5LWHV/LWXUJLHVRI$QLPDO&DUH/RQGRQ63&.
$/LQ]H\DQG'&RKQ6KHUERN$IWHU1RDK$QLPDOVDQGWKH/LEHUDWLRQRI7KHRORJ\/RQGRQ
0RZEUD\
65/&ODUN7KH0RUDO6WDWXVRI$QLPDOV2[IRUG&ODUHQGRQ3UHVV7KH1DWXUHRIWKH
%HDVW2[IRUG2[IRUG8QLYHUVLW\3UHVV$QLPDOVDQGWKHLU0RUDO6WDQGLQJ/RQGRQ
DQG ULJKWVEDVHG PRGHOV DQG GUDZV HFOHFWLFDOO\ DQG RIWHQ O\ULFDOO\ RQ FODVVLFDO
WUDGLWLRQV WR DUJXH IRU D UHYROXWLRQ LQ RXU UHJDUG IRU QRQKXPDQ DQLPDOV DQG WKH
FRUUHVSRQGLQJ LPSOLFDWLRQV RI WKLV IRU RXU WKLQNLQJ DERXW WKH KXPDQ 2I SDUWLFXODU
UHOHYDQFHWR WKLVYROXPHLVKLVFRQWHQWLRQWKDWKXPDQµVXSHULRULW\¶ WRRWKHUDQLPDOV
LQVRIDU DV LW LV UHDO DW DOO FRQVLVWV RQO\ LQ µWKH SRVVLELOLW\ WKDW ZH PD\ DQG WKH
FRUUHVSRQGLQJ GXW\ WKDW ZH VKRXOG DOORZ RXU IHOORZ FUHDWXUHV WKHLU SDUW RI WKH
DFWLRQ¶ :KLOH WKH PDLQ WKUXVW RI KLV DUJXPHQWV DUH SKLORVRSKLFDO UDWKHU WKDQ
WKHRORJLFDO KLV LQWHUURJDWLRQ RI WKHRORJLFDO LVVXHV EULQJV QHZ LQVLJKWV WKDW VHUYH WR
FKDOOHQJH SUHVXSSRVLWLRQV DERXW WKHRORJ\ DQG HWKLFV 7KLV LV SDUWLFXODUO\ HYLGHQW LQ
+RZWR7KLQN$ERXWWKH(DUWKZKLFKZKLOHLWGHDOWZLWK

>WRSRISDJH@

HQYLURQPHQWDO LVVXHV PRUH EURDGO\ ZDV DOVR VHW LQ WKH FRQWH[W RI KLV HDUOLHU
GLVFXVVLRQRIDQLPDOLVVXHV
0DUWKD1XVVEDXPLVUHSUHVHQWDWLYHRIZKDWWKHSKLORVRSKHU'DYLG'H*UD]LD
KDVGXEEHGWKHQHZJHQHUDWLRQRIWKLQNHUVRQDQLPDOV6KHDUJXHVIRUWKHIORXULVKLQJ
RIDQLPDOVSHFLHVDFFRUGLQJWRWKHLUFDSDELOLWLHVGUDZLQJRQWKHHFRQRPLFSKLORVRSK\
RI$PDUW\D6HQ1XVVEDXPUHFRJQLVHVFOHDUO\ WKDW WU\LQJ WR MXGJHZKDWPLJKWEH
WKHQRUPIRUDJLYHQVSHFLHVLVDQHYDOXDWLYHPDWWHUWKDWLVLWFDQQRWVLPSO\EHUHDG
RII WKHZD\QDWXUH LV ,QGHHGGUDZLQJRQ$ULVWRWOH VKHDUJXHV WKDW WKHFDSDFLW\ IRU
KXPDQVWRZRQGHUDWDJLYHQOLIHIRUPµDWOHDVWVXJJHVWVWKHLGHDWKDWLWLVJRRGIRUWKDW
EHLQJ WR IORXULVK DV WKHNLQGRI WKLQJ LW LV¶ 'H*UD]LD DUJXHV WKDWZKLOH WKH ILUVW
JHQHUDWLRQ RI WKLQNHUV RQ DQLPDOV VXFK DV 6LQJHU DQG 5HJDQ DUJXHG VLPSO\ WKDW
DQLPDOVPDWWHUWKHQHZJHQHUDWLRQDUJXHIRUPXFKGHHSHUFRQVLGHUDWLRQRIKRZWKH\
PDWWHU+HLQFOXGHVLQWKLVQHZZDYH0DU\0LGJOH\ZKRLQ$QLPDOVDQG:K\7KH\
   
5RXWOHGJH7KH3ROLWLFDO$QLPDO/RQGRQ5RXWOHGJH%LRORJ\DQG&KULVWLDQ(WKLFV
&DPEULGJH&DPEULGJH8QLYHUVLW\3UHVV
&ODUN0RUDO6WDWXVRI$QLPDOV
65/&ODUN+RZWR7KLQN$ERXWWKH(DUWK/RQGRQ0RZEUD\V
''H*UD]LD7DNLQJ$QLPDOV6HULRXVO\&DPEULGJH&DPEULGJH8QLYHUVLW\3UHVV6HH$DURQ
*URVVLQWKLVYROXPHIRUIXUWKHUFRPPHQW
01XVVEDXPµ%H\RQG&RPSDVVLRQDQG+XPDQLW\-XVWLFHIRU1RQ+XPDQ$QLPDOV¶LQ&DVV5
6XQVWHLQDQG0DUWKD1XVVEDXPHGV$QLPDO5LJKWV&XUUHQW'HEDWHVDQG1HZ'LUHFWLRQV2[IRUG
2[IRUG8QLYHUVLW\3UHVVSS)RUORQJHUGLVFXVVLRQVHH01XVVEDXP)URQWLHUVRI
-XVWLFH'LVDELOLW\1DWLRQDOLW\6SHFLHV0HPEHUVKLS&DPEULGJH%HONQDS+DUYDUG8QLYHUVLW\3UHVV
SS
01XVVEDXPµ%H\RQG&RPSDVVLRQ¶S
0DWWHU ZDVZULWLQJ RQ VXFK LVVXHV FRQVLGHUDEO\ EHIRUHPDQ\ RWKHUV KDG EHJXQ WR
JUDVSWKHLUVLJQLILFDQFH0LGJOH\UDLVHVLQSDUWLFXODUWKHLVVXHRIWKHLPSRUWDQFHRI
V\PEROLVP LQ KXPDQ GHOLEHUDWLRQ RI DQLPDOV WKH VRFLDOLELOLW\ RI DQLPDOV LQ WKHLU
DELOLW\ WR ERQGZLWK KXPDQV DQG ERXQGDU\ FRQVLGHUDWLRQV RI HQYLURQPHQWDO HWKLFV
6WHSKHQ :HEE KDV DOVR WXUQHG KLV DWWHQWLRQ WR SHWV LQ SDUWLFXODU DV D EDVLV IRU
GHYHORSLQJDWKHRORJ\RIFRPSDVVLRQIRUDQLPDOVHVFKHZLQJDQLPDOULJKWVGLVFRXUVH
DQGYLHZLQJSHWVDVJLIWV UDWKHU WKDQREMHFWVRIRXUFRQVXPSWLRQ <HWDSDUWIURP
WKHHGLWHGFROOHFWLRQ$QLPDOVRQWKH$JHQGDLQZKLFKDUDQJHRIVFKRODUVZURWHVKRUW
HVVD\V RQ WRSLFV UDQJLQJ IURP VFULSWXUDO LQWHUSUHWDWLRQ WKURXJK WR WKHRORJLFDO
TXHVWLRQVDERXWZKHWKHUDQLPDOVKDYHVRXOVRUDUHUHGHHPHGWKHUHLVUHODWLYHO\OLWWOH
GLVFXVVLRQDPRQJ WKHRORJLDQV DERXWZK\DQGKRZ DQLPDOVPDWWHU )XUWKHU LQ WKH
ODWWHU YROXPH LW VRRQEHFRPHV FOHDU WKDW SDUWLFXODU UHDGLQJVRI WUDGLWLRQDUH VXFK LQ
RUGHUWRVHW

>WRSRISDJH@

XS FHUWDLQ WKHRORJLDQV DV LQVWLJDWRUV DQG FXOSULWV RI D QHJDWLYH DWWLWXGH WRZDUGV
DQLPDOV 6XFK D YLHZ UHLQIRUFHV WKH EHOLHI RI SKLORVRSKHUV VXFK DV -RKQ*UD\ WKDW
&KULVWLDQLW\¶V FDUGLQDO HUURU LV LQ LWV DVVXPSWLRQ WKDW KXPDQV DUH GLIIHUHQW IURP
DQLPDOV $TXLQDV LV WRS RI WKLV OLVW <HW IRU DOO WKH PRUH REYLRXV HWKLFDO YLHZV
WRZDUGV DQLPDOV WKDW $TXLQDV VKDUHG ZLWK KLV FXOWXUDO FRQWHPSRUDULHV WKHUH LV
LPSOLFLW LQ KLV YLHZV D IDUPRUH V\PSDWKHWLF DQG VHQVLWLYH WUHDWPHQW RI QRQKXPDQ
FUHDWXUHV
,WLVDSSURSULDWHWKHQWKDWWKLVYROXPHEHJLQVZLWKDKLVWRULFDOVHFWLRQDQGD
FKDOOHQJH WR VXFK VWHUHRW\SHV E\ -RKQ %HUNPDQ¶V FULWLFDO EXW IDU PRUH VHQVLWLYH
UHDGLQJRI$TXLQDV+H H[SORUHVQRW MXVW$TXLQDV¶ XQGHUVWDQGLQJ RI WKHSXUSRVH RU
HQG RI KXPDQV DQG DQLPDOV EXW VLJQLILFDQWO\ UDLVHV WKH LVVXH RI HQVRXOPHQW
XQGHUVWRRGLQWHUPVRIDQLPDOFDSDELOLWLHVDQGWKHNLQGVRIDSSHWLWHVIRXQGLQKXPDQV
 
0DU\0LGJOH\$QLPDOVDQG:K\7KH\0DWWHU/RQGRQ5RXWOHGJH
6WHSKHQ:HEE$&KULVWLDQ7KHRORJ\RI&RPSDVVLRQIRU$QLPDOV2[IRUG2[IRUG8QLYHUVLW\3UHVV

$/LQ]H\HG$QLPDOVRQWKH$JHQGD/RQGRQ63&.
-*UD\6WUDZ'RJV7KRXJKWVRQ+XPDQVDQG2WKHU$QLPDOV/RQGRQ*UDQWD%RRNVS
-XGLWK%DUDGGLVFXVVHVWKLVLVVXHLQKHU-%DUDG$TXLQDVRQWKH1DWXUHDQG7UHDWPHQWRI$QLPDOV
6DQ)UDQFLVFR6FKRODUV3UHVV)RUGLVFXVVLRQRIWKLVDQGSULPDU\WH[WVVHH&'HDQH
'UXPPRQG7KH(WKLFVRI1DWXUH2[IRUG%ODFNZHOOVSS
DQGQRQKXPDQV)XUWKHUPRUHKHJUDVSVWKHQHWWOHVRRIWHQUDQJHGDJDLQVW$TXLQDV¶
DVVRFLDWLRQ RI UDWLRQDOLW\ DV XQLTXHO\ HQGRZHG RQ KXPDQ DQLPDOV +LV HVVD\ LV
UHSUHVHQWDWLYHRIWKHERRNDVDZKROHLQDVPXFKDVLWVHHNVWRSHQHWUDWHPRUHGHHSO\
WKDQHYHUWKHURRWVRIWKHWUDGLWLRQDQGLQWKLVVHQVHLVUDGLFDOLQLWVRULHQWDWLRQ
&RQWLQXLQJ WKLV GHWDLOHG HQJDJHPHQW ZLWK WKH &KULVWLDQ WUDGLWLRQ 'DYLG
&ORXJKHQJDJHV0DUWLQ/XWKHURQWKHUHODWLRQVKLSEHWZHHQKXPDQVDQGRWKHUDQLPDOV
QRWLQJWKDWWKDW/XWKHUIRXQGWKHFORVHDVVRFLDWLRQEHWZHHQKXPDQEHLQJVDQGDQLPDOV
SUREOHPDWLFORQJEHIRUH'DUZLQKDGEURXJKWWKLVWRWKHDWWHQWLRQRIKLVDVVRFLDWHVLQ
KLV2ULJLQRI6SHFLHV&ORXJKDUJXHV WKDW WKH WHQVLRQEHWZHHQ/XWKHU¶VHPSKDVLVRQ
KXPDQ VDOYDWLRQ DQG KLV UHFRJQLWLRQ RI WKH LPPDQHQFH RI*RG LQ FUHDWLRQPXVW EH
VHHQLQWKHFRQWH[WRIKLVV\PSDWK\IRUELUGVDQGRWKHUFUHDWXUHVVHHQPRVWFOHDUO\LQ
KLVDWWHPSWHGVDERWDJHRIDKXQWE\KLGLQJDUDEELWIURPWKHKRXQGV+HVXJJHVWVWKDW
WKLVWHQVLRQFDQQRWEHUHVROYHGZLWKLQ/XWKHU¶VFRUSXVEXWWKDWRQHURXWHPLJKWEHWR
XVH WKH DQDJRJLFDO PHWKRG /XWKHU HPSOR\V WR UHVROYH DQ DQDORJRXV WHQVLRQ
FRQFHUQLQJWKHDQLPDOLW\RI&KULVW
(VWKHU5HHG¶VWUHDWPHQWRI2UWKRGR[LFRQVSXVKHVXVWRFRQVLGHURWKHUZD\VRI
FRQVLGHULQJDQLPDOV LQ WKHWUDGLWLRQWKDWKDYHDOVREHHQODUJHO\QHJOHFWHGDW OHDVWLQ
:HVWHUQ WKHRORJLFDO UHIOHFWLRQ +HU HVVD\ RSHQV XS DZRUOG WKDW LV VXJJHVWLYH RI D
PXFK GHHSHU WKHRORJLFDO DQG VSLULWXDO WUDGLWLRQ LQ LQFOXVLRQ RI DQLPDOV ZKLOH
UHFRJQLVLQJ

>WRSRISDJH@

DW WKH VDPH WLPH WKH DQWKURSRFHQWULVP WKDW KRYHUV LQ WKH EDFNJURXQG<HW VKH DOVR
FRQVLGHUVWKDWWKHRYHUDOOGLUHFWLRQRIWKHVHLFRQVZRUNWRZDUGVDQLPDOVEHFRPLQJQRW
VLPSO\ OLNH KXPDQV EXW WUXHU WR WKHPVHOYHV DVDQLPDOV UDWKHU WKDQ OLNH KXPDQV DV
NQRZLQJ VXEMHFWV ,Q WKLV VHQVH WKH XQFHUWDLQW\ WKDW VXUURXQGV DQ\ VXSSRVHG
VHSDUDWLRQRIDQLPDOVIURPKXPDQVLVWKHSODFHZKHUHZHOHDUQWRDFFRPPRGDWHERWK
NLQGV
:KLOH WKH KLVWRULFDO DSSURDFK LV VXJJHVWLYH RI D UDWKHU GLIIHUHQW V\VWHPDWLF
DSSURDFK WR DQLPDOV WKDQ KDV KLWKHUWR EHHQ UHFRJQLVHG WKH SRVVLELOLW\ RI IXUWKHU
GHYHORSPHQW RI WUDGLWLRQV LQ FRQWHPSRUDU\ WKHRORJ\ LV WDNHQ IXUWKHU LQ WKH VHFRQG
VHFWLRQRIWKLVERRNGHGLFDWHGWRPRUHV\VWHPDWLFDSSURDFKHV$VLQWKHODVWVHFWLRQ
WKHUH LV QR DWWHPSW WR EH IXOO\ FRPSUHKHQVLYH LQ WKLV UHVSHFW EXW UDWKHU RIIHU
UHSUHVHQWDWLYHHVVD\VWKDWVKRZVRPHWKLQJRIZKDWLVSRVVLEOHWKURXJKDUHUHDGLQJRI
WUDGLWLRQWRZDUGVDWKHRORJ\RIWKHDQLPDO
'HQLV(GZDUGV¶VHVVD\LQSDUWLFXODUUHWULHYHV$WKDQDVLXV¶FODVVLF WKHRORJ\RI
UHGHPSWLRQWKURXJKLQFDUQDWLRQVXFKWKDWUHGHPSWLRQLVZLGHQHGRXWWRLQFOXGHQRQ
KXPDQ DQLPDOV :KLOH $WKDQDVLXV WDONV PRUH JHQHUDOO\ RI FUHDWLRQ UDWKHU WKDQ
DQLPDOV DV VXFK (GZDUGV DUJXHV IRU OLQHV RI H[WHQVLRQ WRZDUGV D FRQWHPSRUDU\
WKHRORJ\RIUHGHPSWLRQRIDQLPDOV+LVHVVD\LVDOVRRIVLJQLILFDQFHLQWKDWLWSRLQWVWR
DSRVVLEOHWKHRORJLFDODSSURDFKWRWKHLQWHUPLQDEOHGHEDWHEHWZHHQHQYLURQPHQWDODQG
DQLPDO HWKLFV +LV WKHRORJ\ LV D WKHRORJ\ RI LQFOXVLRQ QRW MXVW D IUDJLOH MRLQLQJ RI
DQLPDOVZLWKKXPDQFRPPXQLWLHVEXWRQHWKDWVHWVWKHERXQGDU\RIFRPPXQLW\ZLGHU
WKDQ WKLV DVZHOO LQFOXGLQJ DQLPDOV KXPDQV DQG RWKHU FUHDWXUHV 7KLV LPPHGLDWHO\
UDLVHVWKHLVVXHRIKRZIDUDQGWRZKDWH[WHQWKXPDQVPLJKWEHFRQVLGHUHGGLIIHUHQW
IURPRWKHUFUHDWXUHVQDPHGLQWKHWUDGLWLRQDVEHDULQJWKHLPDJHRI*RG
'DYLG&XQQLQJKDPGHYHORSV WKH WKHPHRI WKH LPDJHRI*RG LQKLV HVVD\ LQ
RUGHUWRDUJXHIRUDQH[WHQVLRQRIWKHLGHDRILPDJHEHDULQJWRFUHDWXUHVEH\RQGWKH
KXPDQFRPPXQLW\+HLQWHUURJDWHVWKHVXSSRVHGGLVWLQFWLRQVEHWZHHQKXPDQEHLQJV
DQG RWKHU DQLPDOV WKDW WKHRORJLDQV KDYH XVHG WR DGG FRQWHQW WR WKH LPDJR'HL DQG
VKRZV WKDW WKHJUDPPDURI WKHFRQFHSWRI LPDJHPDNHVFOHDU WKDW FRQVLGHUDWLRQVRI
GHJUHHUDWKHUWKDQDEVROXWHGLIIHUHQFHDUHLQHVFDSDEOH,QWKHILQDOVHFWLRQRIKLVHVVD\
KH H[DPLQHV D UDQJH RI LPSOLFDWLRQV RI XVLQJ µIOHVK¶ UDWKHU WKDQ µLPDJHRI*RG¶ WR
WKLQN DERXW WKHRORJLFDO DQWKURSRORJ\ QRWLQJ LWV DEXQGDQW XVDJH LQ WKH %LEOH LWV
IXQFWLRQLQHVWDEOLVKLQJUHODWLRQVKLSZLWK*RGDQGFRPPRQDOLW\EHWZHHQFUHDWXUHVLWV
LQFDUQDWLRQDOLPSRUWDQGHVFKDWRORJLFDOUHVRQDQFH
6XFKFRQVLGHUDWLRQV UDLVH LPSRUWDQWTXHVWLRQVDERXWKRZZHDUH LQWHUSUHWLQJ
WKHSODFHRIDQLPDOVLQWKHWUDGLWLRQWKDWLV

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
KHUPHQHXWLFV 7KH WKLUG VHFWLRQ EHJLQV ZLWK D UREXVW HVVD\ E\ WKH -HZLVK VFKRODU
$DURQ*URVVZKRDUJXHVIRUDUHFRQVLGHUDWLRQRISUHFLVHO\KRZZHWKLQNUHOLJLRXVO\
DERXWDQLPDOVLQFRQYHUVDWLRQZLWKWKH-HZLVKWKLQNHU(PPDQXHO/HYLQDV*URVVOD\V
RXW WKUHH LQWHUSUHWLYH RULHQWDWLRQV RU DV KH GHVFULEHV WKHP µULJRXUV¶ D SUDJPDWLF
ULJRXU WKDW DWWHQGV WR GD\ WR GD\ H[SHULHQFH VFLHQFH DQG SROLWLFDO LVVXHV DQ
RQWRORJLFDOULJRXUWKDWDWWHQGVWRV\PEROLFPHDQLQJVRIDQLPDOVDQGWKHUROHWKH\SOD\
LQ GHILQLQJ KXPDQ EHLQJ DQG D VWUXFWXUDO ULJRU WKDW DWWHQGV WR WKH PDQ\ OD\HUHG
PHDQLQJVRIDQLPDOVDQGWKHLQWHUVHFWLRQVEHWZHHQWKHVHPHDQLQJV)RUKLPDQLPDO
TXHVWLRQV DUH QRW PHUHO\ DGGLWLRQDO WR RWKHU UHIOHFWLRQV EXW UHTXLUH D FULWLFDO
UHWKLQNLQJRIFRUHUHOLJLRXVEHOLHIVLQFOXGLQJRXUXQGHUVWDQGLQJRIIRUH[DPSOHWKH
PHDQLQJVRIGLYLQLW\DQGKXPDQLW\+HDOVRFKDOOHQJHVVRPHLQWHUSUHWHUVRI/HYLQDV
LQ WKDW KH ILQGV LQ /HYLQDV¶V DWWLWXGH WRZDUGV DQLPDOV UDWKHU PRUH DPELJXLW\ WKDQ
SUHYLRXV UHDGLQJV KDYH VXJJHVWHG )XUWKHU*URVV VXJJHVWV WKDW/HYLQDV¶ DPELJXRXV
HQJDJHPHQWZLWKWKHLGHDWKDWKXPDQNLQG³LVUHVSRQVLEOHIRUWKHXQLYHUVHWKHKRVWDJH
RIWKHFUHDWXUH«´KDVSURIRXQGLPSOLFDWLRQVIRUKRZZHPLJKWSHUFHLYHDQLPDOVPRUH
JHQHUDOO\
5DFKHO0XHUV WDNHVXVGHHSHU LQWRSUREOHPDWLFTXHVWLRQVDVVRFLDWHGZLWKWKH
UHSUHVHQWDWLRQRIDQLPDOV LQVFULSWXUDO WH[WV%HJLQQLQJZLWKWKHSURYRFDWLYHFULWLTXH
RI&DURO$GDPVWKDWDQLPDOVDUHQRWVLPSO\PDUJLQDOLVHGEXWUDWKHUQHYHUFRPHLQWR
YLHZDQGDUHWKHQVXEVHTXHQWO\PDUJLQDOLVHG0XHUVDVNVWKHUHDGHUWRFRQVLGHURWKHU
DVSHFWVRIWKHVDFUHGWH[WWKDWUHJXODUO\UHVLVWVRXUDWWHQWLRQQDPHO\WKHDSSHDUDQFHRI
DQLPDOVLQWKHPDUJLQV,QSDUWLFXODUVXFKPDUJLQDOLDLQYLWHUHDGHUVWRSDXVHLQDZD\
WKDW JRHV IXUWKHU WKDQ VLPSO\ UHIOHFWLQJ LQVWUXPHQWDO XVH LQ WKH PDQQHU $GDPV
VXJJHVWV ,QGHHG VKH ILQGV YHU\ OLWWOH HYLGHQFH LQ ELEOLFDO WH[WV RI WKH V\PEROLF
SRUWUD\DORIDQLPDOVDVEHDVWO\LQWKHQHJDWLYHVHQVHWKDW0LGJOH\ILQGVLQWKHFODVVLF
WUDGLWLRQPRUHJHQHUDOO\,QVWHDGGUDZLQJRQWKHERRNRI-REQRQKXPDQDQLPDOVDUH
UHSUHVHQWHG DVFUHDWXUHV TXDOLILHGE\ WKHLU FRPPRQGHSHQGHQFHRQ*RGDV FUHDWRU
:KLOHLWLVSRVVLEOHWRVHHLQWUDGLWLRQDOWH[WVVXFKDV$XJXVWLQHHYLGHQFHIRUDVHOI
FRQVFLRXVUHDGLQJRIIRUH[DPSOHODPEVDQGSLJVEH\RQGWKHLU

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
OLWHUDOPHDQLQJWKDWKDVVLJQLILFDQFHLQWKHKLVWRU\RIUHODWLRQVZLWK-XGDLVPWKLVGRHV
QRW QHFHVVDULO\ DPRXQW WR D IRUP RI LQVWUXPHQWDOL]DWLRQ RI DQLPDOV LQ JHQHUDO IRU
DQLPDOVDUHGUDZQLQDVPXFKDVZULWWHQRQ
 
7KHUHDUHFHUWDLQSDUDOOHOVKHUHZLWKHFRWKHRORJ\LQDVPXFKDVPDQ\HFRWKHRORJLDQVDOVREHOLHYH
WKDWHQYLURQPHQWDOTXHVWLRQVDUHQRWPHUHO\HWKLFDOEXWGHPDQGDFULWLFDOUHLQWHUSUHWDWLRQRIFRUH
WUDGLWLRQVDQGEHOLHIV%RWKDUHDOVRJURXQGHGLQSDUWLFXODUSUDFWLFDOLVVXHVWRKDQGDQGERWKDUH
FRQWH[WXDOLQDVPXFKDVWKH\VWDUWIURPFRQFHUQVIDFLQJSDUWLFXODUFRPPXQLWLHV7KHV\VWHPDWLFZRUN
LQWKLVUHVSHFWDVIRUDQLPDOVKDVEDUHO\EHJXQ)RURYHUYLHZVHH&'HDQH'UXPPRQG(FRWKHRORJ\
/RQGRQ'DUWRQ/RQJPDQDQG7RGG
6WHSKHQ&ODUN¶V HQWHUWDLQLQJ DQG WKRXJKW SURYRNLQJ HVVD\ SXVKHV XV IXUWKHU
EDFNLQWRWKHPHDQLQJRIV\PEROPDNLQJWKDWHPHUJHGLQWKHFRQWH[WRIFRQVLGHUDWLRQ
RIRXUHDUOLHVWRULJLQVDVKRPLQLGDQFHVWRUVWKDWLVDQH[SORUDWLRQRIWKHPHDQLQJRI
WKH ERXQGDU\ EHWZHHQ WKH KXPDQ DQG QRQKXPDQ LQ HYROXWLRQDU\ WHUPV  +H
FKDOOHQJHV WKH ODUJHO\ XQH[DPLQHG YLHZV RI HYROXWLRQDU\ DUFKDHRORJLVWV LQ WKHLU
DVVXPSWLRQ WKDW RXU RZQ VSHFLHV+RPR VDSLHQV PXVW KDYH LQ WKH FRXUVH RI SUH
KLVWRU\YLROHQWO\RXWZLWWHGLWVKRPLQLGQHLJKERXUV+HDOVREHOLHYHVWKDWVWRULHVDERXW
FUHDWXUHV OLNH XV WHOO XV DV PXFK DERXW RXUVHOYHV DV RXU HDUOLHVW DQFHVWRUV 2XU
IDQWDVLHVDERXW1HDQGHUWKDOV,QGRQHVLDQµKREELWV¶DQGWKHOLNHWHOOXVDERXWRXURZQ
SDUWLFXODU IHDUV DQG SUHRFFXSDWLRQV )XUWKHU MXVW EHFDXVH WKH\ ZHUH GLIIHUHQW IURP
KXPDQV WRGD\ GRHV QRW QHFHVVDULO\ PHDQ WKDW FRH[LVWHQFH ZDV LPSRVVLEOH &ODUN
VXJJHVWV WKDW WKHZD\ZH DUH LQFOLQHG WR LQWHUSUHW VXFK KLVWRU\ SRLQWV WR DOWHUQDWLYH
IXWXUHV IRU KXPDQ EHLQJV ZKHUH GHOLEHUDWH PDQLSXODWLRQ RI KXPDQ VSHFLHV WDNHV
VKDSH<HW VXFKDFRQVLGHUDWLRQDVNVXV WRTXHVWLRQKRZIDURXURZQVHQVHRIZKDW
FRXQWVDVDQRUPIRUKXPDQNLQG LV MXVWLILHG DV LW LVXVHGDVDZD\RIPDUNLQJRXW
GLIIHUHQFHV EHWZHHQ KXPDQV DQG DOVR EHWZHHQ KXPDQV DQG DQLPDO NLQGV )XUWKHU
WKLVSRLQWVWRDUHOLJLRXVVHQVHLQDVPXFKDVWKHLQWLPDWHGQRUPVRIEHDXW\UHIOHFWHG
HYHQ LQ LPDJLQHG IXWXUHVRI FUHDWXUHV RWKHU WKDQ RXUVHOYHV SRLQWV WR WKH YDULHJDWHG
H[SUHVVLRQRIWKHLQFDUQDWHG:RUGDQGDVVXFKLVUHVRQDWHZLWKWKHLGHDRIDQLPDOV
DVRXUNLQ
)URP WKH GLVFXVVLRQ VR IDU LW EHFRPHV FOHDU WKDW WKH FRQVLGHUDWLRQ DQG
LQWHUSUHWDWLRQ RI DQLPDOV LV UDWKHU PRUH IOXLG WKDQ VRPH KDYH FDUHG WR DGPLW %XW
DORQJVLGHWKLVGLVFXVVLRQWKHUHDUHGHEDWHVDERXWWKHPRUDOVWDWXVRIDQLPDOVWKDWRQFH
PRUHFRPHWRWKHVXUIDFH7KLV LVVXHLVGHDOWZLWKLQ WKHIRXUWKVHFWLRQRI WKHERRN
%XWKRZDUHVXFKGHEDWHV WREHFDVKHGRXW LQ WKHSROLWLFDOVSKHUH" ,QDQRYHOHVVD\
3HWHU6FRWWSURSRVHVWKHFRQFHSWRIWKHDQWLKXPDQDVDZD\RIFDVWLQJLQDQHZOLJKW
DQ\GLIIHUHQFHVLQFDSDFLW\EHWZHHQWKHKXPDQDQGWKHQRQKXPDQDQLPDO,QVWHDGRI
JLYLQJ WKHRORJLFDOZHLJKW WR GLIIHUHQFHV LQ FDSDFLW\ KH DUJXHV RQ WKH FRQWUDU\ WKDW
GLIIHUHQFHVVKRXOGEHXQGHUVWRRGE\UHIHUHQFHWRSDUWLFLSDWLRQ+HQFHLWLVSRVVLEOHWR
HQYLVDJHD WKHRORJLFDOZD\RI NQRZLQJ WKDW GRHVQRW VLPSO\ UHVW RQ WKHGLIIHUHQFHV
EHWZHHQ KXPDQ DQG DQLPDO 6FRWW LQYLWHV XV WR JR EHKLQG ZKDW KH VHHV DV WKH
WKRXJKWOHVVQHVVLQKXPDQWUHDWPHQWRIDQLPDOVDQGKRZWKH\DUHSRUWUD\HGSROLWLFDOO\
,QSROLWLFDOWHUPVQDWXUHLQFOXGLQJDQLPDOVLVWUHDWHGDVSURSHUW\LWLVFRPPRGLILHG

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
DQGVXEMHFWWRWKHSURFHVVHVRISURGXFWLRQ<HWDQLPDOVVRPHKXPDQDQGVRPHQRQ
KXPDQVKDUHLQWHUHVWVLQDVPXFKDVWKH\UHVLVWH[SORLWDWLRQ)RU6FRWWULJKWVDUHQRW
VLPSO\ DOLJQHGZLWK FLWL]HQVKLSEXW DV QDWXUDO ULJKWV HPHUJH DVSDUW RI D FRPPRQ
VRFLDOLW\ DQG VR QRW VROHO\ZLWK UHIHUHQFH WR KXPDQV )XUWKHU DQ DQWLKXPDQ VWDQFH
PHDQVQRWDOZD\VDVVHUWLQJKXPDQSROLWLFDOLQWHUHVWVVRWKDWSROLWLFDOVFRSHLQKHUHVLQ
WKH FRPPRQDOLW\ RI EHLQJV  $W WKLV SRLQW D GRFWULQH RI DVFHQVLRQ LV WKHRORJLFDOO\
GHWHUPLQDWLYH-HVXV¶KXPDQUHDOLW\DV6FRWWSXWVLWIXQFWLRQVERWKDVDQLGHQWLW\RI
*RG DQG DV WKH JURXQG RI WKH SDUWLFLSDWLRQ E\ FUHDWXUHV LQ *RG -HVXV¶ DVFHQGHG
KXPDQUHDOLW\SURYLGHVWKHUHE\WKHWKHRORJLFDOUDWLRQDOHRIWKHDQWLKXPDQ7KLVDQWL
KXPDQRIIHUVD WKHRORJLFDOSODFHRI LQWHUYHQWLRQDWZKLFKDQDOLHQDWHGDQGDUWLILFLDO
µWKLUG¶ QDWXUH FRPHV LQWR YLHZ EH\RQG WKH ILUVW QDWXUH RI QDWXUH DV VXFK DQG WKH
VHFRQG QDWXUH RI FRQYHQWLRQ DQG VR FDQ EH FKDOOHQJHG WRZDUGV WKH UHQHZDO RI
FRPPRQDOLW\
%XWKRZPLJKWVXFKSROLWLFDOFRPSDQLRQVKLSEHWZHHQDQLPDOVDQGKXPDQVEH
HQYLVDJHG"'HDQH'UXPPRQGWDNHVXSDDUHDWKDWKDVEHHQWKHVXEMHFWRIGHEDWHIRU
VRPH WLPH LQSKLORVRSKLFDOFLUFOHVQDPHO\ WKHTXHVWLRQRI WKHPRUDOLW\RIDQLPDOV
7KLVDVNVQRWVLPSO\KRZVKRXOGKXPDQVWUHDWDQLPDOVEXWDUHDQLPDOVLQDQ\VHQVH
VKDULQJLQWKHPRUDOFRPPXQLW\WKDWKXPDQVKDYHFRQVWUXFWHGDQGPRUHLPSRUWDQWO\
FDQWKH\EHFRQVLGHUHGPRUDOZLWKLQWKHLURZQVRFLDOZRUOGV",QSDUWLFXODUVKHDVNV
KRZ IDU FRQVLGHUDWLRQV RI SDUWLFXODU YLFHV DQG YLUWXHV PLJKW EH DSSOLFDEOH WR QRQ
KXPDQDQLPDOVGUDZLQJSDUWLFXODUO\RQWKHZRUNRI)UDQVGH:DDODQG0DUF%HNRII
+HUGLVFXVVLRQUHODWHVWKHVHVWXGLHVWRWKHRORJLFDODFFRXQWVRIYLUWXHVVXFKDVMXVWLFH
FRPSDVVLRQ DQG SUXGHQFH 'HDQH'UXPPRQG DUJXHV WKDW &KULVWRSKHU %RKP¶V
DFFRXQW RI WKH HYROXWLRQ RI FRQVFLHQFH LV YDOLG EXW GRXEWV LWV FRPSDUDELOLW\ ZLWK
WKHRORJLFDOPHDQLQJVRI FRQVFLHQFH DQG FULWLTXHV WKH WHQGHQF\ WR UHDG LQWR KXQWHU
JDWKHUHU VRFLHWLHV PHDQLQJV DERXW RXU KXPDQ RULJLQV 6XFK GLVFRXUVH UDLVHV
FRQVLGHUDWLRQ DERXW KRZ IDU DQLPDOV PLJKW EH FRQVLGHUHG DV VKDULQJ LQ WKH LPDJH
EHDULQJWKDWKDVWUDGLWLRQDOO\EHHQDVVLJQHGWRKXPDQEHLQJVDORQH
1HLO0HVVHUWDNHVXSWKHPRUDOVWDWXVRIDQLPDOVLQDPRUHWUDGLWLRQDOZD\LQ
WKDWKHLVFRQFHUQHGZLWKWKHSUDFWLFDOLPSOLFDWLRQVRIDQLPDOHWKLFV)RFXVLQJRQWKH
WZRSDUWLFXODUH[DPSOHVRIPHDWHDWLQJDQGELRPHGLFDOUHVHDUFKRQDQLPDOVKHDUJXHV
WKDWDQDQVZHU WRVXFKSUDFWLFDOTXHVWLRQV UHTXLUHVDQDFFRXQWRI WKHSURSHUHQGVRU
SXUSRVHV RI KXPDQ DQG DQLPDO OLIH +H FKDOOHQJHV WRR FORVH D UHOLDQFH RQ DQ
HYROXWLRQDU\ DFFRXQW RI DQLPDO HQGV VLQFH WKLV ZRXOG PLVV RXW WKH LPSRUWDQW
WKHRORJLFDO WUDGLWLRQ WKDW ORFDWHV KXPDQ DQG DQLPDO SXUSRVHZLWKLQ WKH QDUUDWLYH RI
*RG¶VFUHDWLYHUHGHHPLQJDQGUHFRQFLOLQJZRUNLQ&KULVW+HGUDZV

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
SDUWLFXODUO\ RQ WKH GLYLQH FRPPDQG HWKLFV RI .DUO %DUWK ZKLFK KH EHOLHYHV FDQ
HQJDJH LQ FRQYHUVDWLRQ ZLWK WKH QDWXUDO VFLHQFHV DQG FULWLFDOO\ DSSURSULDWH LQVLJKWV
IURP WKHP 'UDZLQJ RQ WKLV DSSURDFK DQG RQ 'LHWULFK %RQKRHIIHU¶V DFFRXQW RI
XOWLPDWHDQGSHQXOWLPDWHWKLQJVKHVXJJHVWVSDUWLFXODUGLDJQRVWLFTXHVWLRQVDVDZD\
RI LQWHUURJDWLQJZKHWKHU DQ DFWLRQ LV HWKLFDOO\ MXVWLILDEOH ,Q SDUWLFXODU KH VXJJHVWV
WKDW WKHUH PD\ EH LQFRUUHFW UHDVRQV IRU UHIXVLQJ WR HDW PHDW RU UHMHFWLQJ PHGLFDO
UHVHDUFK RQ DQLPDOV UHODWHG IRU H[DPSOH WR DQ DQWLPDWHULDOLVP RU SVHXGR
DVFHWLFLVP+HH[SUHVVHVUHVHUYDWLRQVDERXW/LQ]H\¶VFDOOWRµDSSUR[LPDWH¶WKHOLIHRI
*RG¶VSURPLVHGSHDFHDEOHNLQJGRP,VDLDK±LQWKHSUHVHQWDJHDQGKLVFULWLTXH
RIDQLPDOH[SHULPHQWDWLRQRQWKHJURXQGVWKDWKXPDQDWWHPSWVWRHVWDEOLVKDVSHFWVRI
WKH SHDFHDEOH NLQJGRP UXQ WKH ULVN RI D GDQJHURXV XWRSLDQLVP5DWKHUZH QHHG WR
DGPLWWRWKHHQWDQJOHPHQWLQVLQWKDWLVWKHORWRIDOOKXPDQEHLQJV,QVXFKDVLWXDWLRQ
WKHOLPLWHGXVHRIDQLPDOVLVSHUPLWWHGZLWKWKHFDYHDWWKDWWKLVLVQRWDQH[SUHVVLRQRI
WKH XOWLPDWH IXWXUH KRSH 0HVVHU SURYLVLRQDOO\ FRQFOXGHV WKDW LQ FRQWHPSRUDU\
:HVWHUQFRQWH[WVWKLVDUJXHVIRUYHJHWDULDQLVPEXWQRWIRUWKHUHMHFWLRQRIDOODQLPDO
H[SHULPHQWDWLRQ
7KHILQDOVHFWLRQGHDOVZLWKZLGHUHFRORJLFDOLVVXHVLQWKHLUUHODWLRQVKLSZLWK
DQLPDOV DQG DVNV XV WR FRQVLGHU PRUH FDUHIXOO\ WKH HQYLURQPHQWDO LVVXHV DW VWDNH
0LFKDHO1RUWKFRWW¶VHVVD\EHJLQVE\VTXDUHO\ IDFLQJXS WR WKHFHQWUDOSUREOHPVWKDW
FRPHWRWKHVXUIDFHLQWKHDQLPDOOLEHUDWLRQDQGDQLPDOULJKWVOLWHUDWXUHUHSUHVHQWHGE\
3HWHU6LQJHUDQG7RP5HJDQ,QSDUWLFXODUKHDGGUHVVHVWKHSROLWLFDOYLROHQFHDJDLQVW
RWKHU KXPDQV DVVRFLDWHG ZLWK WKHVH PRYHPHQWV +H WKHQ DVNV XV WR ORRN PRUH
FDUHIXOO\ DW WKH URRWV RI YLROHQFH WDNLQJ FXHV IURP WKH *HQHVLV WH[W LQFOXGLQJ WKH
VWRU\RIUHVFXHDVUHSUHVHQWHGLQWKH1RDK¶VDUNDFFRXQW)XUWKHUKHSUREHVWKHVDFUHG
QDWXUHRIEORRGLQWKH-HZLVKWUDGLWLRQDQGFRPSDUHVWKHUHODWLYHFRQVWUDLQWH[SUHVVHG
KHUHZLWKWKHPRGHUQLQGXVWULDOLVHGSUDFWLFHV+HLGHQWLILHVPDQ\RIWKHSUREOHPVWKDW
ZH QRZ IDFH ZLWK .DQWLDQ DWWHPSWV WR VHSDUDWH KXPDQV IURP RWKHU DQLPDOV E\
HOHYDWLQJ WKH UHDVRQLQJ SRZHUV RI KXPDQV DQG LQ SDUWLFXODU VKHHULQJ PRUDO
FRQVLGHUDWLRQIURPWKHLQVWUXPHQWDOWHFKQLTXHVRIVFLHQWLVWV1RUWKFRWWEHOLHYHVWKDWLQ
DVPXFK DV.DQW IDLOHG WR WDNH LQWR DFFRXQW WKH VRFLDO QDWXUH RI DQLPDOV WKLV ILQGV
HFKRHV LQFRQWHPSRUDU\SKLORVRSKLFDO DSSURDFKHV VXFKDV WKDWRI6LQJHU+H LV DOVR
GUDZQ WR WKH HWKRORJLFDO DFFRXQW RI DQLPDOV LQFOXGLQJ QRW MXVW SULPDWHV EXW RWKHU
VSHFLHVDVZHOO+LVILQDOVHFWLRQDGGUHVVHVSUDFWLFDOLVVXHVRIYHJHWDULDQFKRLFHLQDV
PXFK DV LW UHSUHVHQWV WKH HWKLFDO LGHDO RI QRQYLROHQFH DQG WKH SHDFHDEOH NLQJGRP
VSRNHQRILQ,VDLDK<HWUDWKHUWKDQQDPLQJWRWDODEVWLQHQFHKHDUJXHV

>WRSRISDJH@

IRUDSDWWHUQWKDWWDNHVLWVFXHVIURPWKHDVFHWLFVDLQWVRIROGOLPLWLQJJUHHGQRWMXVWE\
DUHGXFWLRQLQDQLPDONHHSLQJEXWDQHZZD\RI OLYLQJZLWKDQLPDOV WKDWDOORZVIRU
OLPLWHGFRQVXPSWLRQ
)LQDOO\ &KULVWRSKHU 6RXWKJDWH¶V HVVD\ FRQVLGHUV SUDFWLFDO DVSHFWV RI KXPDQ
LQWHUYHQWLRQV LQ QRQKXPDQ VSHFLHV H[WLQFWLRQ H[DFHUEDWHG WKURXJK WKH LPSDFW RI
FOLPDWHFKDQJH7KHWKHRORJLFDOEDVLV IRUFRQVHUYDWLRQRIVSHFLHV LV WKHJRRGQHVVRI
FUHDWLRQ DQG 6RXWKJDWH¶V HWKLFDO DSSURDFK LV LQIRUPHG ERWK E\ D EHOLHI LQ WKH
QHFHVVLW\RIKXPDQVWHZDUGVKLSRIFUHDWLRQDQGE\DVHQVHRIKXPDQLW\¶VFDOOLQJWREH
FRFUHDWRU DQG FRUHGHHPHU +H FKDOOHQJHV WKH FRPPRQ HFRORJLFDO SHUVSHFWLYH WKDW
KXPDQDFWLRQVKRXOGEHGLUHFWHGDVSUHVHUYLQJWKHµZLOG¶QRWLQJWKDWZHDUHEH\RQG
WKH SRLQW ZKHUH DQ\ VLJQLILFDQW SDUW RI WKH HDUWK LV XQDIIHFWHG E\ KXPDQ DFWLYLWLHV
6RXWKJDWHGUDZVRQDGLVFXVVLRQRI3DXOLQHWH[WVWRDUJXHWKDW&KULVWLDQHQJDJHPHQW
ZLWK WKHSUHVHUYDWLRQRIVSHFLHV VKRXOGEHRWKHUUHJDUGLQJ DWWHQWLYH WR WKHQHHGVRI
WKHZHDNDQGYRLFHOHVVDQGDWWHQWLYHWRWKHFRPPXQLW\RI*RG¶VFUHDWLRQ+HDUJXHV
WKDWWKLVPD\SRLQWWRFRVWO\LQWHUYHQWLRQVWRSUHVHUYHQRQKXPDQVSHFLHVJLYLQJWKH
DVVLVWHGPLJUDWLRQRISRODUEHDUVWR$QWDUFWLFDDVDQH[DPSOH
:KLOH WKH HVVD\V JDWKHUHG WRJHWKHU LQ WKLV YROXPH DUH GLYHUVH DQG ZH
GLVFRYHUHG WKURXJK FRQYHUVDWLRQV WKDW ZH UHSUHVHQW GLIIHUHQW SRVLWLRQV LQ WHUPV RI
ERWKRXUIRFXVDQGHWKLFDOVWDQGSRLQWVDQXPEHURIFRPPRQWKUHDGVDUHLQHYLGHQFH
WKDW FURVV EHWZHHQGLIIHUHQW HVVD\V LQ IUXLWIXOZD\ 6XFK FRPPRQ WKUHDGVKLJKOLJKW
ZKDW*URVVKDVWHUPHGWKHVWUXFWXUDOULJRUSUHVHQWLQDQLPDOGLVFRXUVHQDPHO\WKDW
WKHUHDUHPDQ\OD\HUVRIPHDQLQJWKDWFRPHWRWKHVXUIDFHGXULQJWKHGLVFRXUVH6RPH
OD\HUV DUH PRUH SURPLQHQW LQ VRPH HVVD\V UDWKHU WKDQ RWKHUV )RU H[DPSOH VRPH
DWWHQWLRQWRSKLORVRSKLFDOLVVXHVDUHDGGUHVVHGLQYLUWXDOO\DOOHVVD\VDQGDXWKRUVVXFK
DV$ODVGDLU0F,QW\UHDUHGLVFXVVHGLQ%HUNPDQQ'HDQH

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
'UXPPPRQGDQG1RUWKFRWW¶VFRQWULEXWLRQ7KHVLJQLILFDQFHRI0DU\0LGJOH\¶VZRUN
WR WKLVILHOGLVDOVRREYLRXVWKURXJKRXW WKHHVVD\V7KHLQWHUZHDYLQJRISROLWLFDODQG
SKLORVRSKLFDOLVVXHVLVFOHDUHVWLQ6FRWWEXWLWDOVRVXUIDFHVLQ1RUWKFRWW$WWHQWLRQWR
WKH LPSRUWDQFH RI VFULSWXUDO WH[W LV FOHDUHVW LQ 0XHUV EXW LW LV DOVR LPSRUWDQW LQ
&ORXJK &XQQLQJKDP 5HHG DQG 6RXWKJDWH $JDLQ WKH LQWHUZHDYLQJ ZLWK IHPLQLVW
FRQFHUQVDERXWDQLPDOVFRPHVWRYLHZLQERWK0XHUVDQG5HHG¶VHVVD\VLQSDUWLFXODU
$WWHQWLRQ WR WKH YLUWXHV DQG WKH 7KRPLVW WUDGLWLRQ DUH PRVW IXOO\ HODERUDWHG LQ
%HUNPDQ EXW DUH DOVR LPSRUWDQW LQ 'HDQH'UXPPRQG DQG WR D OHVVHU H[WHQW LQ
1RUWKFRWW$WWHQWLRQWRSUDJPDWLFULJRU LVDOVRVLJQLILFDQW LQPDQ\HVVD\VLQFOXGLQJ
DWWHQWLRQ WRERWK WKHHWKRORJLFDOVWXGLHV UHSUHVHQWHGE\)UDQVGH:DDODQGRWKHUV LQ
%HUNPDQ'HDQH'UXPPRQGDQG1RUWKFRWW DORQJVLGH FRQVLGHUDWLRQRIHYROXWLRQDU\
LVVXHVLQ&ODUN0HVVHU'HDQH'UXPPRQG,QGHHGLWLVWKHEHOLHIRIWKHHGLWRUVWKDW
GLDORJXHZLWKVFLHQFHQHHGVWREHZRYHQLQWRWKHGLVFXVVLRQLQDVPXFKDVLWLVWDNHQ
LQWRDFFRXQWUDWKHUWKDQVLPSO\VHWWLQJ WKHDJHQGDIRU WKHRORJLFDOGLVFRXUVH,QWKLV
VHQVHWKLVERRNLVRIIHULQJDQHZZD\RIHQJDJLQJLQGLVFXVVLRQZLWKVFLHQFHIRULWLV
DSSUHFLDWLQJLWVFODLPVZKLOHDWWKHVDPHWLPHDSSURSULDWLQJRWKHUGLVFRXUVHVDVZHOO
,QDGGLWLRQZHFDQDOVRILQGKHUHGXHDWWHQWLRQWRZKDW*URVVWHUPVRQWRORJLFDOULJRU
WKDW LV DWWHQWLRQ WR V\PEROLF PHDQLQJV RI DQLPDOV DQG WKH XWLOL]DWLRQ RI WKHVH
V\PEROLFDOO\ LQYHVWHG DQLPDOV WRGUDZ WKHERUGHUV RI KXPDQEHLQJV7KHZRUNRI
5HHG DQG0XHUV JLYHV VSHFLDO DWWHQWLRQ WR DQLPDOV DV V\PEROVZKLOH WKH HVVD\V E\
&ODUN&XQQLQJKDPDQG6FRWWDWWHQGHVSHFLDOO\WRWKHZRUNGLVFRXUVHVDERXWDQLPDOV
GR WR GHILQH WKH KXPDQ 7KH ERRN GRHV QRW FRYHU KLVWRULFDO WUHQGV LQ KXPDQ
UHODWLRQVKLSVZLWK DQLPDOV EXW WKLV LV DGPLUDEO\ GHDOWZLWK LQ RWKHU YROXPHV1RU
GRHVLWGHOYHLQWRGHWDLOVRIHWKLFDOTXHVWLRQVUDWKHUHWKLFDOLVVXHVIRUPWKHFRQWH[WLQ
ZKLFK WKHRORJLFDO UHIOHFWLRQ LV VLWXDWHG :KLOH HWKLFDO DUHDV VXFK DV IRU H[DPSOH
YHJHWDULDQLVPDQGDQLPDOH[SHULPHQWDWLRQFRPHXSLQVRPHRIWKHVHHVVD\VWKH\GR
 
)RUDUHSUHVHQWDWLYHOLVWVHHIRRWQRWH
QRW IRUPDIRFDOSRLQWDURXQGZKLFKDXWKRUVJDWKHU ,QDGGLWLRQ WKHDUHDVFRYHUHG
DUHUHSUHVHQWDWLYHUDWKHUWKDQFRPSUHKHQVLYHDQGLQWKLVVHQVHWKHYROXPHFDQRQO\
DFKLHYHVRPHZKDWOLPLWHGHQJDJHPHQWZLWKGLIIHUHQWDVSHFWVRIWKHRORJLFDOUHIOHFWLRQ
)XUWKHUPRUHWKHZLGHUFXOWXUDOGLVFXVVLRQRQDQLPDOVIRUPVDEDFNGURSWRWKHSUHVHQW
GLVFRXUVHUDWKHUWKDQDFRPSUHKHQVLYHLQWHUGLVFLSOLQDU\IRFXV
7KLVYROXPHILQGVDFRQWH[WLQWKHEXUJHRQLQJILHOGRIDQLPDOVWXGLHV5HFHQW
H[DPSOHV RI WKLV NLQG RI OLWHUDWXUH LQFOXGH GXH DWWHQWLRQ WR DQLPDOV LQ JHRJUDSK\
VRFLRORJ\ DQWKURSRORJ\ OLWHUDWXUH DV ZHOO DV SKLORVRSK\ FULWLFDO WKHRU\ KLVWRULFDO
DQGFODVVLFDOVWXGLHVUHOLJLRXVVWXGLHVDQGLQWHUGLVFLSOLQDU\WH[WV:K\RQHPLJKWVD\
JLYHQ WKLV HYHUJURZLQJ OLWHUDWXUH LV WKHZRUN XQGHUWDNHQ E\ WKHRORJLDQV UHODWLYHO\
WKLQRQWKHJURXQGFRPSDUHGZLWKRWKHUGLVFLSOLQHV"7KHRORJLDQVVHHPWRKDYHEHHQ
OHIWEHKLQGDPLGVWDFXOWXUDOZDYHRILQWHUHVWLQWKLV

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
ILHOG3HUKDSVWKHUHLVDUHVLGXHRIJXLOW OHIW WRZDUGVDQLPDOV WKDW WKHRORJLDQVGRQRW
ZDQWWRIDFH²\HWLWPDNHVLWLWVEXVLQHVVWRGLVFXVVLVVXHVRIJXLOWDQGUHFRQFLOLDWLRQ
3HUKDSVVRPHMXGJHFRQFHUQIRUKXPDQEHLQJVVKRXOGWDNHSULRULW\RYHUWKDWIRURWKHU
FUHDWXUHV²\HWLWLVQRWDWDOOFOHDUWKDWDWWHQGLQJWRQRQKXPDQFUHDWXUHVZLOOKDYH
GHOHWHULRXV FRQVHTXHQFHV IRU KXPDQ EHLQJV 3HUKDSV WKRVH ZKR DUH DOUHDG\ ORFNHG
LQWRDWWHQWLRQ WRDQWKURSRFHQWULF LVVXHVGRQRWZDQW WRPRYHRXWVLGH WKHHVWDEOLVKHG
ILHOG²\HWDVZHKDYHVKRZQKHUHQHZLQVLJKWV LQWRWKHRORJLFDODQWKURSRORJ\DUH
RQHRI WKHEHQHILWVRI WKLVNLQGRI UHVHDUFK ,QDQ\HYHQW WKLVERRN LVDQDWWHPSW WR
VWDUW WKHSURFHVVRIPDSSLQJRXW D QHZDSSURDFK WR DQLPDOV LQ VXFKDZD\ WKDW WKH
FRQYHUVDWLRQ FDQ FRQWLQXH :H FRQVLGHU WKDW D FUHDWXUHO\ DSSURDFK WR WKHRORJ\²
GRLQJWKHRORJ\ZLWKDWWHQWLRQWRRQH¶VFUHDWXUHOLQHVV²ZLOOEHDUIUXLW LQJHQHUDWLQJ
QHZ DQG SHUVXDVLYH WKHRORJLFDO LQVLJKWV DERXW UHODWLRQVKLSV EHWZHHQ KXPDQ EHLQJV
DQGRWKHUVRI*RG¶VFUHDWXUHV7KHUHDUHSOHQW\RIDUHDVOHIWIRUGHYHORSPHQWEXWDVD
VWDUWLQWKLVGLUHFWLRQZHKRSHWKDWRWKHUVZLOOEHHQFRXUDJHGWRMRLQLQWKHGLVFXVVLRQ
,I WKLV YROXPH VXFFHHGV LQ WKLV UHVSHFW DQG LI LW HQFRXUDJHV VWXGHQWV DQG RWKHUV WR
 
$SXEOLFDWLRQWKDWLVRULHQWDWHGZLWKWKLVLQPLQGLVRQHHGLWHGE\5DFKHO0XHUVDQG'DYLG*UXPHWW
(DWLQJDQG%HOLHYLQJ+LVWRULFDODQGFRQWHPSRUDU\SHUVSHFWLYHVRQYHJHWDULDQLVPDQGWKHRORJ\
/RQGRQ&RQWLQXXPIRUWKFRPLQJ7KLVERRNGRHVQRWKRZHYHUGHDOZLWKDQLPDOVSHUVHEXWWKH
SUDFWLFHVDURXQGKXPDQDWWLWXGHVWRDQLPDOV
:HDUHJUDWHIXOWR$DURQ*URVVIRUGUDZLQJDWWHQWLRQWRWKHLPSRUWDQFHRIUHIHUHQFLQJWKLVOLWHUDWXUH
DQGIRUKLVDVVLVWDQFHLQFRPSLOLQJWKHZRUNVOLVWHGLQWKHIROORZLQJQRWHV
WKLQN UDWKHU PRUH FDUHIXOO\ DERXW GLIIHUHQW GLPHQVLRQV RI D WKHRORJ\ RI *RG¶V
FUHDWXUHVWKHQZHZLOOKDYHDFKLHYHGRXUJRDO

6HOHFWVXEMHFWELEOLRJUDSK\RQDQLPDOVWXGLHV

*HRJUDSK\
&KULV3KLORDQG&KULV:LOEHUW$QLPDO6SDFHV%HDVWO\3ODFHV1HZ*HRJUDSKLHVRI
+XPDQ$QLPDO5HODWLRQVYRO&ULWLFDO*HRJUDSKLHV/RQGRQ5RXWOHGJH
-HQQLIHU:ROFKDQG-RG\(QPHO$QLPDO*HRJUDSKLHV3ODFH3ROLWLFVDQG,GHQWLW\LQ
WKH1DWXUH±&XOWXUH%RUGHUODQGV/RQGRQ	1HZ<RUN9HUVR

6RFLRORJ\
$UQROG$UOXNH5HJDUGLQJ$QLPDOV3KLODGHOSKLD7HPSOH8QLYHUVLW\3UHVV
(LOHHQ&ULVW,PDJHVRI$QLPDOV$QWKURSRPRUSKLVPDQG$QLPDO0LQG
3KLODGHOSKLD7HPSOH8QLYHUVLW\3UHVV
$GULDQ)UDQNOLQ$QLPDOVDQG0RGHUQ&XOWXUHV$6RFLRORJ\RI+XPDQ±
$QLPDO5HODWLRQVLQ0RGHUQLW\/RQGRQ6DJH
/HVOLH,UYLQH,I<RX7DPH0H8QGHUVWDQGLQJ2XU&RQQHFWLRQZLWK$QLPDOV
3KLODGHOSKLD7HPSOH8QLYHUVLW\3UHVV

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
$QWKURSRORJ\
5HEHFFD&DVVLG\DQG0ROO\0XOOLQHGV:KHUHWKH:LOG7KLQJV$UH'RPHVWLFDWLRQ
5HFRQVLGHUHG2[IRUGDQG1HZ<RUN%HUJ
&ODXGLQH )DEUH9DVVDV 7KH 6LQJXODU %HDVW -HZV &KULVWLDQV DQG WKH 3LJ YRO
(XURSHDQ 3HUVSHFWLYHV WUDQV &DURO 9RON 1HZ <RUN &ROXPELD 8QLYHUVLW\
3UHVV
7LP,QJROG3HUFHSWLRQRIWKH(QYLURQPHQW(VVD\VRQ/LYHOLKRRG'ZHOOLQJDQG6NLOO
/RQGRQDQG1HZ<RUN5RXWOHGJH
6WHYH 6WULIIOHU &KLFNHQ 7KH 'DQJHURXV 7UDQVIRUPDWLRQV RI $PHULFD¶V )DYRXULWH
)RRG1HZ+DYHQDQG/RQGRQ<DOH

/LWHUDWXUH
(ULFD )XGJH 3HUFHLYLQJ $QLPDOV +XPDQV DQG %HDVWV LQ (DUO\ 0RGHUQ (QJOLVK
&XOWXUH%DVLQJVWRNH0DFPLOODQ
$OLFH$.X]QLDU0HODQFKROLD¶V'RJ5HIOHFWLRQVRQ2XU$QLPDO.LQVKLS&KLFDJR
DQG/RQGRQ8QLYHUVLW\RI&KLFDJR
$NLUD 0L]XWD /LSSLW 7KH (OHFWULF $QLPDO 7RZDUG D 5KHWRULF RI :LOGOLIH
0LQQHDSROLV8QLYHUVLW\RI0LQQHDSROLV
5DQG\0DODPXG3RHWLF$QLPDOVDQG$QLPDO6RXOV1HZ<RUN3DOJUDYH0DFPLOODQ


3KLORVRSK\DQGFULWLFDOWKHRU\
,QDGGLWLRQWRWKH$QJOR$PHULFDQSKLORVRSK\WKDWKDVDOUHDG\EHHQGLVFXVVHGZH
QRWH
*LRUJLR $JDPEHQ 7KH 2SHQ 0DQ DQG $QLPDO WUDQV . $WWHOO 6WDQIRUG &$
6WDQIRUG8QLYHUVLW\3UHVV
6WHYH%DNHU7KH3RVWPRGHUQ$QLPDO/RQGRQ5HDNWLRQ
0DWWKHZ &DODUFR =RRJUDSKLHV 7KH 4XHVWLRQ RI WKH $QLPDO )URP +HLGHJJHU WR
'HUULGD1HZ<RUN&ROXPELD8QLYHUVLW\3UHVV
0DWWKHZ&DODUFRDQG3HWHU$WWHUWRQHGV$QLPDO3KLORVRSK\(VVHQWLDO
5HDGLQJVLQ&RQWLQHQWDO7KRXJKW/RQGRQ&RQWLQXXP
6WDQOH\ &DYHOO &RUD 'LDPRQG ,DQ +DFNLQJ -RKQ 0F'RZHOO DQG &DU\ :ROIH
3KLORVRSK\DQG$QLPDO/LIH1HZ<RUN&ROXPELD8QLYHUVLW\3UHVV
(OLVDEHWK 'H )RQWHQD\ /H 6LOHQFH 'HV %rWHV /D 3KLORVRSKLH ¬ /¶pSUHXYH 3DULV
)DYDUG
-DFTXHV'HUULGD7KH $QLPDO WKDW 7KHUHIRUH , $P WUDQV'DYLG:LOOLV 1HZ<RUN
)RUGKDP8QLYHUVLW\3UHVV
0DUF5)HOOHQ]7KH0RUDO0HQDJHULH3KLORVRSK\DQG$QLPDO5LJKWV8UEDQDDQG
&KLFDJR8QLYHUVLW\RI&KLFDJR3UHVV
'RQQD+DUDZD\7KH&RPSDQLRQ6SHFLHV0DQLIHVWR'RJV3HRSOH DQG6LJQLILFDQW
2WKHUQHVV&KLFDJR3ULFNO\3DUDGLJP3UHVV
/HRQDUG/DZORU7KLV,V1RW6XIILFLHQW$Q(VVD\RQ$QLPDOLW\DQG+XPDQ

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
1DWXUHLQ'HUULGD1HZ<RUN&ROXPELD8QLYHUVLW\3UHVV
0/0DOOHW HG /¶DQLPDO$XWRELRJUDSKLTXH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